KNOWLEDGE GAPS FACING SMALLER FIRMS IN INTERNATIONAL AGRICULTURAL PRODUCT MARKETING by Ruppel, Fred J.
RESEARCH REPORTS - REFEREED
Moderatoc James E. Epperson, Dept. of Agricultural Economics
The University of Georgia, Athens, GA
Knowledge Gaps Facing Smaller Firms




Department of Agricultural Economics
Texas A&M University
Texas Agricultural Experiment Station
Abstract
Knowledge gaps facing smaller firms in
the U.S. food processing and distribution
industries are discussed in the context of export
decisions which these firms must make. The
paper focuses on resources available for export
assistance to smaller firms. It is argued that
much of the assistance available to smaller firms
is targeted to logistical problems facing all
exporting firms. Less help is available as firms
seek assistance in specific market research and
product promotion. It is in these areas that land
grant universities and federally funded Centers
may be the most helpful resources available to
smaller firms considering international market-
ing activities.
Introduction: The Internationalization of Food
World trade in food and agricultural
products exploded during the 1970s. Four
events which are generally believed to have
precipitated this increase include: (1) the deval-
uations of the dollar in 1971 and 1973 (and the
eventual movement from fixed to flexible
exchange rates in 1973), (2) the increase in
“petrodollars” resulting from the OPEC oil
embargo which began in 1973, (3) massive
unexpected grain purchases by the Soviet Union
beginning in 1972, and (4) advancements in
international communications and computeriza-
tion. World trade in the major grains more than
tripled during the 1970s over their levels of the
previous decade, Because the U.S. share of
world trade in the major commodities was large,
the 1970s increases had substantial effects on
U.S. farmers and agricultural merchants.
U.S. agricultural exports have long been
dominated by bulk commodities, primarily corn,
soybeans, wheat, sorghum, cotton, and rice.
More recently, processed foods and value-added
agricultural products and by-products have
become major items in world trade, Processed
foods generated nearly 50 percent of the United
States’ 1987 agricultural export revenue, $12.6
billion out of a total of $28.6 billion.’ Billion
dollar value-added export revenue generators
included meat products (3.1), milled grain prod-
ucts and preparations (2.5), fats and oils (2.2),
fresh and frozen fish and seafood (1.5), and
preserved fruits and vegetables (1.0). This evol-
ution has continued with trade in highly pro-
cessed foods and brand name food products and
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nations move to higher standard~ ‘of living.
Smaller firms are ideally suited to tapping
into the U.S. export potential. The International
Trade Administration cites the following reasons








Small businesses produce more jobs per
dollar of exports than do larger firms.
The diversity of the small business sector
of the economy will help build a strong
national export base.
Small companies are flexible. Once suc-
cessfully introduced into exporting, they
can shift relatively greater shares of their
production to export markets.
Small companies have traditionally been
the source of innovation in the U.S. econ-
omy.
Small companies make up a dispropor-
tionately large share of advanced tech-
nology industries in which the United
States is judged to be most competitive.
The level of-participation in exporting by
small U.S. firms, as measured by percent
of production exported, is less than half
that of firms in other nations.
Because of the relatively small amount of pro-
cessing required for many food products,
smaller agricultural manufacturing firms are
able to look to export markets as outlets for
their food products. Unfortunately, food prod-
uct exporting, while not overly complex, offers
a number of obstacles which at first glance may
seem insurmountable for small and mid-size
firms.
Objectives
The purpose of this paper is to discuss
knowledge gaps facing smaller firms in the U.S.
food processing and distribution industries as
increasing numbers of these firms consider
potential foreign markets for their export of
food and agricultural products. The paper will
focus on resources available for export assis-
tance to these firms. It will be argued that
many sources of assistance are available, but
that much of that assistance is targeted to the
logistical problems facing all exporting firms.
Less help is available as firms seek assistance in
specific market research and product promotion.
It is in these knowledge gap areas that land
grant universities and federally funded Centers
may be the most helpful resources available to
smaller firms considering international market-
ing activities.
The paper is organized as follows: The
first section presents a framework in which
knowledge gaps facing a firm can be seen to
affect export decisions each firm must make.
The next two sections discuss certain charac-
teristics of food and food products which create
challenges for firms which are considering an
entry into export markets and which make food
product promotion a virtual necessity in the
international marketplace. We then discuss
resources available for export information assis-
tance to small- and mid-size firms and the spe-
cial properties of land grant universities and
federally funded Centers which make them
particularly attractive as “export consultants.”
We conclude with implications for the food
distribution industry.
Framework for Analysis
Recent increases in federal, state, and
local efforts toward expanded food and agri-
cultural product exports have brought increased
interest in the mechanics of agricultural export-
ing. Cavusgie and Nevin (CN) cite four stages
in a firm’s initial involvement in international
marketing.3 These stages and the particular
activities associated with each stage are
(1) domestic marketing--selling solely in the
home market, (2) experimental involvement--
preliminary evaluation of the feasibility of
exporting, (3) active involvement--systematic
exploration of expanding international market-
ing activity, and (4) committee involvement--
long-term commitment to international markets.
These stages clearly follow a chronological pat-
tern. Skold, Williams and Hayenga (SWH) list
eight non-chronological steps in the export
decision process: (1) the commitment to export-
ing, (2) the self-discovery process, (3) market
research, (4) choosing a market entry method,
(5) selecting the target markets, (6) visiting the
target markets, (7) deciding whether to sell
through foreign distributors, and (8) under-
standing the mechanics of exporting.4
These stages and steps can be consolidated
into the matrix of decisions and knowledge gap
areas shown in Figure 1. Potential exporting
firms face two major decisions: whether or not
to export (the “extra-border” decision) and
where to export (the “target country” decision).
The extra-border decision involves a number of
issues which are country-invariant. Some of
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history, market saturation, financial position,
risk aversion), and some are a part of what it
means to be a U.S. firm in the export market
(reporting regulations, tax laws, export barriers).
The target country decision involves country-
specific issues, generally over a large number of
countries. Sometimes the target country deci-
sion precedes the extra-border decision, such as
when a potential exporter is made aware of a
foreign buyer’s interest in his/her product.
Typically, however, the extra-border decision
comes first.
These two decisions are influenced by
information received in four knowledge gap
areax (1) preliminary and/or general informa-
tion, (2) generic (country-invariant) export
logistics, (3) market research, and (4) product
promotion. Preliminary information involves a
firm’s self-assessment of its resources and its
willingness to consider export activities. Export
logistics covers the “nuts and bolts” of exporting
the financial, physical and institutional prob-
lems, as well as the obvious language barriers.
Market research involves finding the markets
and assessing potential profitability. Much of
this work can be done in libraries and through
local, state and federal government agencies.
Often, however, market research necessitates
travel to the target country. Again, a large
number of countries might be under considera-
tion, and market research must be performed to
some extent on each market. Product promotion
involves finding particular niches in the mar-
kets. Effective promotion requires a proper mix
of advertising, personal selling, promotional
efforts and public relations,s
The relationship between the matrix of
Figure 1 and CN/SWH’s stages and steps is
reflected in Figure 2. The extra-border deci-
sion is affected primarily by background infor-
mation (general firm and industry knowledge),
export logistics information and preliminary
market research. Necessary background infor-
mation includes a solid domestic market record
(CN 1) and the firm’s self-discovery process
(SWH 2). This information is supplemented by
preliminary market research (SWH 3) and
experimental involvement (CN 2). The export
logistics knowledge gap is related to SWH’S
understanding the mechanics of exporting (SWH
8).
The target country decision focuses pri-
marily on specific market research and on prod-
uct promotion considerations. The market
research aspect of this decision requires active
involvement (CN 3), including further market
research, selecting the target markets, and visit -
ing the target markets (SWH 3, 5, 6). Product
promotion relates to choosing a market entry
method and deciding whether or not to sell
through foreign distributors (SWH 4, 7). A
final decision to enter the export market is the
commitment to exporting CN’S stage 4 and
SWH’Sstep 1. The blank boxes in the matrix
point out that product promotion concerns are
not typically associated with a firm’s initial
decision to explore export markets, and that
firm- and industry-specific background infor-
mation is more fundamental in the early stages
than is specific knowledge of potential target
countries. The matrix allows us the simplifi-
cation of visualizing the export decision as a
two-step process, but the linkages between the
decisions and knowledge gaps remind us of the
inner complexities and interdependence of these
two decisions.
The Uniqueness of Food as an Export Item
There are a number of factors which
make food products fairly unique as items for
international export. The upshot of these fac-
tors is that the export of food products is very
different from the export of either bulk food
commodities or other manufactured goods.
Food Processing
While most food items are not bulk com-
modities, in terms of man-hours per unit there
still is only a relatively small amount of pro-
cessing involved in transforming the raw com-
modity to a product status. Processed food
products can be grouped into two categories,
those which undergo dramatic transformation
(wheat to flour to bread) and those where pre-
servation is the main issue (canned / frozen
peas). Where preservation is the issue, there
typically is no large difference between the raw
commodity and the product. Though frozen
foods present considerable logistical problems
(transportation, perishability), packaging is
primarily a safety and health issue. For food
products which have undergone a change in
form, that transformation still is generally rela-
tively small. For instance, the appearance of
pizza is unlike that of any raw commodity, but
except for the sausage, pepperoni and dough,
the separate ingredients are not largely different
from their raw product states. The small trans-
formation associated with many food products
contrasts dramatically with manufactured goods,
where raw materials are converted into usable
products unrecognizable from the source mater-
ial. As a result of this small transformation,
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petitive in food product manufacturing.
The transformation that raw commodities
undergo to become food products is much the
same whether the market destination is domestic
or international. In addition, canned and boxed
food products are shipped by truck and rail to
domestic markets in much the same fashion that
they would be shipped to port for export.
Technological advances allow for entire truck
containers to be lifted onto ships and then off-
loaded and unloaded at the destination port.
Because the transformation is small and the
logistics of transport are not very different from
those of the domestic market, the international
market can be an attractive alternative for a
firm producing and/or distributing food prod-
ucts.
Food Self -Sufficiency
Because food is absolutely essential to
human survival, every government in the world
is involved with policies which result in world-
wide food price distortions. No political leader
wants a populace which is lacking in basic food
needs. There are both demand- and supply-side
policies which affect food levels. In many
countries, government subsidies are targeted to
“cheap food” policies aimed not only at the poor
but also at median-income citizens. These poli-
cies are especially prevalent in developed coun -
trie~ “cheap food” policies bring votes. On the
supply side, high support prices and direct and
indirect input subsidies (including infrastructure
provision) enhance production levels. These
policies result in food production at costs well
above existing world market levels. However,
the fear of underproduction and the necessity of
turning to uncertain or unreliable import mar-
kets overwhelm the problems of high-priced
food.
Much of this intervention, especially on
the supply side, has a direct impact on bulk
food markets. However, there are also ways in
which governments intervene in food product
markets, primarily by affecting the supply side
of food processing and distribution. There are
a number of initiatives in both developed and
less developed countries to increase the domestic
value-added component of processed foods.
Tariffs, import quotas, and safety and health
measures are highly visible mechanisms for
supporting domestic producers in the face of
low-cost foreign competition. Input subsidies
and tax schemes also encourage domestic
industries to the exclusion of imported products.
In some cases countries look to export markets
for increases in the overall demand for domesti-
cally processed products.
Food Demand
Theoretically, demand elasticities are
expected to be larger for imported items than
for domestically produced goods. However, this
information alone does not limit the range of
price and income elasticities for imported food
demand. That demand will likely vary dramati-
cally along a continuum from the inelasticity of
necessary staples through processed/packaged
foods to a high elasticity of demand for luxury
foods. There is much discussion about the
“elasticity of foreign demand for U.S. agricul-
tural exports.”8 That discussion centers on
whether the price elasticity of foreign demand
for U.S. commodities is greater than or less than
unity. Bulk food typically falls into the “neces-
sity” category so that lower elasticities are
expected for bulk wheat and rice. Accordingly,
we would expect import elasticities for pro-
cessed foods to be greater than unity. In gener-
al, the greater the degree of processing of food
products, the greater would be the demand elas-
ticities since these products become larger
budget items, have an increasing number of
substitutes, and move to the realm of luxury
goods.
Large elasticities have important implica-
tions for product marketing. First, price and
total revenue move in opposite directions for
elastic items. Thus (ceteris pzrihs) price
increases yield proportionately larger sales
decreases, resulting in decreases in total
revenue. Or restated, attempts at increasing
market size or share through price cutting
schemes would be successful in terms of in-
creased revenues. Overall profitability naturally
would be dependent on the relationship between
the marginal revenue of the increase in quan-
tities marketed and the marginal cost of produc-
ing and marketing those items. However, nega-
tive profit associated with price cutting is
acceptable in the short run if there is likelihood
of long term gain in market size or share.
Though there may be short or long run
gains from competitive pricing behavior with
elastic items, larger elasticities are generally
indicative of lessened market power on the
supplier side. In the extreme, an infinite elas-
ticity means a horizontal demand curve and a
perfectly competitive market demand environ-
ment where individual movements from the
market-determined price are not possible. Price
increases are revenue defeating. Price decreases
are met by the competition such that market
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the result of an increase in total market demand.
While it is inconceivable that markets would be
perfectly elastic, it is not unlikely that interna-
tional food merchants may be left with very
little price flexibility. Without price as a tool,
increases in profit can only be realized as mar-
ket size or share is increased at an unchanged
price level. That is, product diversification,
niche marketing and product promotion are
virtual necessities for the international market-
ing of food products.
The Need for Product Promotion
Though the foregoing discussion points
to the need for a certain amount of aggressive-
ness in marketing food products internationally,
the need for product promotion is based on
more than just increased market share. Foreign
market promotion and/or product market
research are needed to capitalize on the inherent
heterogeneity of food products, to assess poten-
tial markets for existing products, and to place
new products in new and old outlets.
Heterogeneity of Food Products
While wheat, rice and other bulk food
items are largely homogeneous, food products
are quite diverse. Heterogeneous products can
utilize marketing and advertising programs
effectively due to their inherent diversity.
Firms are able to highlight attributes of their
product in comparison to like products, and also
to highlight different aspects of their product
while targeting different audiences. Product
differentiation may lead to a certain amount of
brand loyalty on one hand, but it also enhances
substitutability on the other. Homogeneous
products are more difficult to promote because
of their inherent lack of diversity.
For any concentration level, as long as
products are heterogeneous, there is need for
product promotion. Less concentrated sectors
tend to promote their products with an eye to
increasing their share of a given market since
there is little they can do to affect the size of
the market. A monopoly, at the other extreme,
would promote to increase market size. Highly
concentrated sectors, in general, promote with
increases in both share and size in mind.
Assessing Potential Markets
Tapping foreign markets for potential
export of existing food products requires both
market research and product promotion. Mar-
ket research involves finding the potential mar-
kets, while product promotion is targeted to
accessing particular niches within those markets.
The problems associated with market research
are compounded when the target is the interna-
tional market. Assessing potential profitability
in many foreign markets requires country-spe-
cific information on demographics, trends,
tastes and preferences for all the countries
under consideration. For many countries this
information is readily available through various
federal agencies. However, aggregate country-
specific information still is lacking in terms of
statistics or information on tastes and prefer-
ences in specific regions of the country.
Product promotion in a foreign market
can be even more complex. Here it becomes
necessary to really know the market. Who are
the potential buyers? How should they be
approached? What are the existing consump -
tion/expenditure habits? What are the compet-
ing products? How do communications patterns
work in the country or region? How will prod-
uct information be disseminated? Will the
product gain acceptance? Information of this
sort is difficult to generate and is likely to dif-
fer with each product.
New Products
Recent trends toward packaged meals and
lessened preparation time have generated a
number of new products. The placement of
new products provides yet another necessity for
market research and product promotion. As
with tapping new foreign markets, the place-
ment of new products involves first finding the
markets and then accessing particular niches in
the market. For new products, research and
promotion are typically needed whether the
market is domestic or international, but again
problems are greater when targeting interna-
tionally. Generally there are not related studies
which could be applied as there might be when
the target market is a new state or region.
Second, consumer reactions to change will likely
vary between countries, so that what is known
about product acceptance in the United States
may not be applicable to another country.
Third, though there is always a risk of financial
failure when marketing a new product, prob-
lems of monetary coordination, political rea-
lignments, and changes in legal institutions and
technical structures increase that risk somewhat
in the international marketplace. Finally, even
if all other problems could be overcome,
research and promotion costs would still be
much higher for international markets.
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.Further Problems with International Marketing Federal Government Assistance
In addition to the problems of market
research and product promotion cited above,
there are a number of other problems associated
with a smaller firm’s entry into international
markets. Beyond the obvious language barriers
there are further problems of financing, logis-
tics, and governmental and market institutions.
Financial problems include dealing with curr-
ency exchange rates and exchange rate risks,
credit programs, international insurance, and
the problems of international financial flows.
Logistical problems involve overall physical
coordination of the export activity including
risk management, transportation, handling, and
distribution. Finally, there are legal problems
in both the United States and the foreign coun-
try which may need to be considered, including
import and export tariff structures, non-tariff
barriers (especially health and safety regulations
with respect to food and food products), pos-
sible licensing regulations, and various import
and export reporting requirements. While the
exact nature of these problems may differ with
respect to each potential importing country, for
the most part they need to be considered in any
extra-border decision.
Current Efforts in Export Promotion
The obstacles facing any firm’s entry into
international markets are numerous. For small
and mid-size businesses, these problems may
seem insurmountable. , However, for most
exporters there are a number of sources of
information or assistance available (1) federal,
state and local governments, (2) universities,
(3) commodity/product organizations, (4) pri-
vate consultants, and (5) self-help. These
sources vary in how reasonable an option they
may be for small- and mid-size firms.
The latter three of these sources are (in
general) not very helpful to smaller food
product firms. Larger firms can afford to reiy
on self-help to a great extent. They have their
own R&D branches which are reguiarly assigned
to explore new products and new markets.
Smalier firms’ budgets simply do not allow the
luxury of export research. Private consulting
firms are likewise prohibitively expensive for
smaller firms, even when the market under
consideration is domestic. Finally, commodity
and product organizations are generally formed
only after the product has achieved a certain
market size or stature, Due to their inherent
heterogeneity, food products generally do not
fall into this category.
The Foreign Agricultural Service (FAS) of
the U.S. Department of Agriculture sponsors a
number of programs targeted to increasing U.S.
food and agricultural exports, including the FAS
Cooperator Program and the Export Incentive
Program, both authorized under the Agricultural
Trade Development and Assistance Act of 1954
(PL-480), and the Targeted Export Assistance
program which was instituted in the Food
Security_ Act of 1985. These programs have
been reviewed elsewhere and will not be dis-
cussed here.’ Though governmental efforts
toward agricultural export promotion must nec-
essarily be inclusive, these programs have had
an inherent bias to helping raw product firms
since many of the promotion programs had to
be done jointly with cooperative organizations
which (as mentioned above) are primarily com-
modity groups. Individual firms are not allowed
separate access.
A number of federal agencies and pro-
grams within the Departments of Commerce,
State and Agriculture provide information and
assistance to potential exporters. Pre-eminent
among these are the Commerce Department’s
International Trade Administration (ITA) and
Small Business Administration (SBA), and FAS’S
Agricultural Information and Marketing Ser-
vices (AIMS). When smaller firms get involved
with exporting, the ITA and SBA have over-
lapping jurisdictions, but the agencies differ in
their origins and orientations. Smailer firms
may use the services of either agency at little or
no cost. Most of these services are in the realm
of publicly available generic information, with
firm- and product-specific assistance typicaliy
available at below-market fees. AIMS functions
as the “trade iead” arm of FAS, matching U.S.
agricultural exporters with foreign buyer
requests. They also provide a contact service
where prospective U.S. exporters can iist their
product and company in a publication which is
sent to potential foreign buyers. Both of these
services are provided at no cost. For small fees,
AIMS also provides market and product
research, either (market- and product -) generic
or tailored to specific needs.
State and Local Programs
State and local governments are exceilent
sources of export assistance. State departments
of agriculture and iocal chambers of commerce
both have provincial justification for enhancing
exports for the economic betterment of their
citizenry, and are typically active and heipful in
the area of export assistance, It is probably fair
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takes the form of country-invariant export
logistics facilitation. A number of state agricul-
tural departments and local chambers offer
programs in this area, such as knowledge of
export reporting requirements and federal tax
assistance. The decision to market interna-
tionally involves enormous fixed costs for a




Federal, state and local entities help in
the extra-border decision through the provision
of country-invariant logistical assistance and
generic market information. However, they do
not offer much assistance in the target country
decision or in specific market research and
product promotion. Land grant universities
could be very helpful in these areas. The land
grant system was designed to meet the needs of
a particular subset of small- and mid-size busi-
nesses, agricultural enterprises.a While programs
in colleges of agriculture have been extremely
responsive to the needs of production clientele,
they have also been concerned with the market-
ing (or distribution) of agricultural output, both
within and beyond the farm gate. Many of the
methods and statistical tools used by agricultural
economists in market demand analysis for bulk
commodities have been extended to market
research in agricultural and food products.
Market research is critical input for both the
extra-border decision and the target country
decision.
As agricultural producers and agribusiness
concerns continue to extend their efforts toward
the production of value-added agricultural
products, new expertise is needed to meet new
marketing challenges. The different market
institutions for agricultural and food products
make profitable production and marketing of
the value-added product quite different from
that of the bulk commodity. As mentioned
above, the inherent heterogeneity of food prod-
ucts makes product promotion a necessity, both
domestically and in the target country. On the
university campus, expertise in product promo-
tion is generally found in the business schools.
Unfortunately, business schools are often lack-
ing in their understanding of the particular
problems and issues facing agricultural enter-
prises. Agricultural economists may be able to
play key roles as brokers between the burgeon-
ing agribusiness sector and those with expertise
in product, price, place and promotion. While
informal academic relationships exist among
instructors and researchers between the colleges,
an activity in which “business college” work is
done in an agricultural context requires devel-
opment of more explicit linkages and inter-col-
legiate programs.
A side benefit to smaller agribusiness
firms tapping university resources is the gen-
eration of undergraduate and graduate students
trained in market research and product promo-
tion. There is a very natural symbiosis between
smaller firms and university programs. The
firms are seeking expert assistance for their
export problems. University faculty members
are seeking tractable “real world” settings as
applications for their theoretical foundations.
Small- and mid-size companies make ideal “case
study” problems because their smaller size
allows examination of a holistic company
environment. Another setting in which univer-
sities and businesses work to each other’s bene-
fit is in the area of “cooperative education,”
where students alternate semesters/summers
between the campus and the work place. The
firm is hiring an advanced undergraduate who
may return upon degree completion, and the
student receives work experience in a practical
setting. A shortened form of cooperative
opportunity is the internship. University pro-
grams often require internships of their gradu-
ate students and/or offer “special problems”
credit for undergraduates who pursue summer
or semester jobs in business and government.
These internships benefit smaller firms in two
ways. First, the firms are able to generate sal-
ary savings by hiring capable young individuals
for a fraction of the cost they would pay for a
permanent position. In addition, the firms who
bring on interns have an opportunity to assess a
future hire without having to make the large
up-front commitment of a new hire.
The Centers Approach
A number of recent federal initiatives
have been aimed at fostering increased U.S.
exports of agricultural commodities and prod-
ucts. Title VIII, Section 8006 of the Omnibus
Trade and Competitiveness Act oj 1988 author-
izes Small Business Development Centers
(SBDCS) to work with federal, state and local
agencies for the enhancement of export trade
by small businesses. The Act encourages ap-
plied research and technological transfer
activities by universities for the benefit of small
businesses. The Act also allows SBDCSto coop-
erate with states in the establishment of Inter-
national Agricultural Trade Development Cen-
ters (IATDCS). Title XIV, Section 1419 of the
Food Security Act o! 1985 had called for federal
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IATDCS at U.S. land-grant colleges and univer-
sities.
The intent of the IATDC legislation was
to enhance the exportation of agricultural prod-
ucts and related products. The legislation pro-
vided for granta to be awarded on a 50-50
Federal-State basis, with the state share coming
from state and local governments and/or private
sources. The Centers are administered through
the Cooperative State Research Service (CSRS),
USDA. Programs encompass research, teaching
and outreach. Traditional faculty are supple-
mented by administrative and staff specialists
skilled in international product promotion and
marketing. Typically an external advisory
group exists, drawn primarily from private
sector businesses and from organizations
involved in exporting and international market
development, This advisory group assists in
defining opportunities, expanding awareness of
IATDC activities, and developing external
resources to match federal funding.
IATDC objectives are typically centered
around market research and analysis, education,
technical support, and regional, national and
international information delivery, with par-
ticular emphasis on state and regional products
and commodities. Methods include presenta-
tions to agricultural firms on the benefits of
exporting and ways to overcome exporting dif-
ficulties, designing brochures and providing
translation services for product promotion to
overseas buyers, setting up exhibits and trade
shows domestically and internationally, and
linking efforts with various federal agencies
involved in export promotion and international
awareness. Information delivery activities
include both firm-specific and generic technical
expertise in research, market analysis and prod-
uct promotion. IATDCS also hold periodic
meetings and conferences to coordinate
activities with other state, regional and national
groups, trade associations, USDA/FAS, and
other public and private agencies and associa-
tions already working to promote U.S. exports.
IATDCS and the new SBDC export initia-
tives are ideal resources for small- and mid-size
agribusiness firms. It is impossible for these
firms to be fully informed of potential export-
ing problems or opportunities. The Centers in
conjunction with the universities are able to
utilize skilled personnel in generating and main-
taining country and product databases, in oper-
ating state and regional communications links,
and in applying prior knowledge and experience
to specific needs.g The Centers are also able to
coordinate efforts and information with existing
national, regional, state and local agencies, and
to do so much more exhaustively and efficiently
than can an individual firm.
Implications for the
Food Distribution Industry
The increasing internationalization of
food products will have primary impacts on the
wholesale sector of the food distribution
industry, with retailing affected only indirectly.
Export sales of $6.6 billion amounted to 2.3
percent of total wholesale food sales in 1982.
Export sales in 1987 were nearly double their
1982 level, while total wholesale food sales
increased only 43 percent.’” If these growth
rates continue, export sales will grow to 7 per-
cent of total sales by the year 2000. As food
product exports become larger percentages of
total wholesale volume, traditional wholesale-
to-retail networks will become increasingly
redirected to port or will be bypassed altogether.
An increasing number of small- and mid-
size food manufacturers could have further
impacts on the redirection of traditional routes.
Smaller firms are virtually required to go
through the wholesale network if they want to
get their products on domestic retail shelves.
When the destination is international, this net-
work is much less binding, and many of the
smaller firms may find it advantageous to
bypass the wholesale network in favor of direct
transport.
To the extent that smaller firms utilize
federally funded Centers, these smaller firms
may become a more visible entity in the food
distribution industry. As the extension service
has assisted commodity cooperatives in bulk
commodities, Centers may foster similar devel-
opment of product manufacturing and process-
ing groups. To the extent that the universities
and Centers are more involved, there will be
increasing numbers of quality graduate and
undergraduate students for food manufacturing
and distribution. It can be expected that Cen-
ters will eventually lose their federal funding,
either requiring the states to pick up the fund-
ing or forcing the Centers to be self-supporting.
Small businesses will lose their subsidies if Cen-
ters are forced to close their doors. Thus it is in
the best interests of smaller businesses to
become self-sufficient and not to attempt to
utilize Centers as a permanent consultant.
Finally, continuing increases in U.S. food
product exports could call forth increases in
value-added food production in foreign coun-
Journal of Food Distribution Research February 89/page 107tries. This increased production is often fol-
lowed by demands for increased producer pro-
tection in the form of import tariffs and quotas
in these newly-producing countries, even in the
face of the current round of GATT negotia-
tions. Both the production and the protection
would serve to lessen U.S. food product exports.
Historically, production agriculture has been
exempt from GATT negotiations. However,
since food products are manufactures, they are
clearly eligible for trade policy negotiations,
which might lessen this negative impact on U.S.
food product manufacturers.
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